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Dear Member, 
  
Currently, it appears it’s not just Sylvester the Lion that is trying to escape. International flows into South Africa 

are still negative, meaning foreign investors are disinvesting more than what they are investing in South Africa. 

In other words, they are trying to escape South Africa and search for safer investment destinations. 

Although not the only factor, the continued political scandals that have been plaguing our country on a regular 

basis during March, are without doubt contributing to our financial demise. These scandals are by no means 

helping investor confidence and without new investors, there will be no new jobs for our people. It would be 

even worse if investors and foreign companies start withdrawing from South Africa on a much larger scale, 

which will result in massive job losses that we plainly cannot afford. 

However, let’s leave the negatives behind us for a moment and focus on the positive markets we experienced 

during March. The main driving force for the positive moves in bonds, property, equities, and even the Rand 

was, thanks mainly to one factor. That being that during March the US Federal Reserve affirmed that although 

they hiked rates at the end of 2015, they would probably hold back on further increases for the short term. 

Why is this positive? Well, interest rates have a direct impact on the cost of capital and, therefore, the profits of 

companies. If rates are lower, profits will be higher. The opposite, of course, is true as well. 

In response to last year's US interest rate hike, equity markets in particularly became volatile and declined 

significantly. From the beginning of November 2015 to middle January 2016, the JSE All Share Index lost nearly 

12%. Since then, expectations changed and investors started pricing in that interest rates in the US may 

increase at a much slower rate than was previously anticipated. 

Lower than envisaged rates in the US, all else being equal, should support the Rand, which again could contain 

inflation’s upward trajectory to a certain degree. For a change, the table below is pleasing to look at, as most of 

the asset classes that we invest in have yielded positive returns and in some cases, significantly so. For the 

returns on the CRF portfolios for the month of March, this should bode well. 

 



 
 

What should you as members/investors look out for over the next couple of months? Firstly, the direction of the US 

economy and, therefore, interest rates. Secondly, the health of the Chinese economy, which will have a bearing on 

resource prices and this, in turn, has a strong influence on South African exports. Last but not least, is the political 

direction that South Africa will head in over the next couple of months. Investors need to see a willingness of the 

ruling party to address corruption and stabilise governance and governmental policies. If this were to happen, we 

could see the Rand appreciate, which will lead to certain variables, of which food price is the most important to the 

everyday wellbeing of all South Africans, rising at a much slower rate. 
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